DRAFT 


ni!L'TES CF MEETING 

TECHNICAL STUDY CROUP 
CIGARETTE SAFETY ACT OF 1984 

February 12-13, 1987 
Washington, D.C. 


Source: https://www.industrydocuments.ucsf.edu/docs/gxkkOOOO 


08S908200T 




Executive Summary 
Technical Study Group Meeting 
February 12-13, 1987 


Presentations were made by contractors who have completed siix 
separate studies in support of the benefit-cost analysis* required by 
t^e Cigarette Safety Act. Ms. Rosalie Ruegg, who directs the analysis 
at the Center for Applied Mathematics, National Bureau of Standards 
(MBS), presented an uvsrviiew of the benefil-ccst analysis and clarified 
how each of the six studies will contribute to the overall analysis. 

This overview was followed by Individual presentations by each of the 
contractors. 

Dr. John Hall, Director of the Fire Analysis Division, National 
Fire Protection Association, summarized the current size of fire losses 
attributable to cigarette-ignited fires and delineated the steps 
required to project future fire losses if there is a change in the 
physical attributes of cigarettes to make them more fiire-safe. Dr. 

David Greenberg, Professor of Economics, University of Maryland, 
reported on the potential employment effects of four possible changes in 
cigarettes. Dr. Gerry Oster. Policy Analysis Inc., presented estimates 
of economic and noneconomic health consequences of smoking; and changes 
in smoking habits, and described methods used to calculate: (1) losses 
related tD smoking, (2) benefits related to smoking cessation, and (3) 
benefits related to reductions In the amount smoked. Dr. Daniel Sumner 
reported oni the estimated effects on the domestic tobacco growling 
industry. Hfe described his model to estimate changes in the price and 
quantity of domestic tobacco produced and of changes In the Income of 
tobacco farmers. Dr. Armando Lago, President, Ecosometrics, Inc., 
briefed the Group on estimated changes in production costs which would 
result from the following possible changes in cigarettes: (1) decreases 
in cigarette circumference, (2) addition of silica gel, (3), use of 
expanded tobacco, and (4) increased paper thickness. Dr. John Brown, 
President, Chase, Brown and Blaxall, Inc. and Dr. John Calfee, Visiting 
Lecturer, College of Business and Management, Uhiversity of Maryland, 
reported on the net gain or loss incurred by smokers themselves as a 
result of smoking reduced flammability cigarettes, exclusive of health 
and fire effects, which are addressed by other consultants' studies. 

Significant discussion followed each of the aforementioned reports 
on a number of assumptions and issues. After all reports were heard the 
Technical Study Group revisited a number of these Issues and provided 
guidance to the Center for Applied Mathematics on the continuing, 
development of the benefit-cost analysis. 

Dr. Gann hosted a tour of the National Bureau of Standards labora¬ 
tories working oni the cigarette ignition propensity study. Other 
information provided at the meeting included: (1) all planned projects 
for implementation of the Act are underway, (2) TSG members are to 
forward background Information on candidate peer reviewers to Dr. Gann 
as soon as possible, (3) the NBS literature survey is scheduled 1 for 
final approval ini two weeks, (4) the International Associationi of Fire 
Chiefs and representatives of 9 fire departments are commencing 1 the 
field study on which cigarettes and materials are involved in fires and! 
(5) the next meeting of the TSG is scheduled for May 14-15 in: 
Washington,, D.C. ( The May 14-15 meetiing was later postponed.) 
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ATTENDEES 


o Technical Study Group (TS6) - Alii T SC members were present 
with the exception of Chief Michael McGibeny who was absent 
February 12 and 13 and Mr. John Gerard' who was absent February 
12. (See Attachment A for a listing of TSG members and their 
sponsors.) 

o Contractors Supporting Benefit-Cost Analysis - The following 
representatives performing services for the TSG were present: 

o Ms. Rosalie Ruegg - National Bureau of Standards 

o Dr. John Hall - National Fire Protection Association 

o Dr. David Greenberg - University of Maryland 

o Dr. Gerry Oster - Policy Analysis Inc. 

o Dr. Daniel Sumner — North Carolina State University 

o Dr. Armando Lago - Econometrics 

o Dr. Gary Ford - American University 

o Dr. John Cal fee - University of Maryland 

OTHER - Sign-in sheets are appended as Attachment 8. 

FEDERAL REGISTER NOTICES 

The Federal Register Notices of January 16, 19R7 and; January 2F, 
1S87 which announce the meeting are shown as Attachments C and' P 
respectively. 

LOCATION 

National Bureau of Standards 

Culinee Orchard and Clopper Roads 
. Gaithersburg, MD 
-- ) AGENDA 

See Attachment E. 

LIST OF ATTACHMENTS 

Attachment 


Technical Study Group (TSG) Members and Sponsors A 

Sign-in Sheets TSG Meeting 2/12-13/87 R 

Fedieral Register Notices Announcing 2/12-13/87 Meeting C,P 

Agenda E 
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Benefit-Cost Analysis Overview by R. Ruecg F 

Excerpt: Expected Chances in Fire Damages. ... by J. Hall G 

Excerpt: The Employment Implications ... by D. Greenberg H 

Excerpt: ... Health Consequences of Smoking ... by G Oster I 

Excerpt: ... Impact .. on the Tobacco Production 

Industry .... by D. Sumner J 1 

Cost Analysis of Options for Reducing Cigarette Ignition 
Propensity by 17 Lagp K 

Excerpt: The Costs and Benefits to Smokers of Reduced 


Flammability Cigarettes by G. Fort. J. Brown ana J. Cal^ee I. 


WELCOME AND OPENING REMARKS 


Dr. Gann welcomed the Technical Study Group (TSG) to the National 
Bureau of Standard^ and advised that he had heard from Chief McGibeny 
• who would be unable to attend the meeting and fromi Mr. Gerard who would 
arrive late. Dr. Gann greeted the contractors who are helping with the 
benefit-cost analysis and welcomed the public auditing the meeting 1 . 

APPROVAL OF MINUTES 

The TSG unanimously approved the minutes of their prior meeting on 
January 6, 1987 after review and minor modification. 

STATUS OF PROJECTS 

Dr. Gann advised that all contracts were in process and all 
projects underway. Training of representatives from nine fire 
departments took place the day before in Washington, O.G. These fire 
departments are participating in a pilot study of cigarette ignited 
fires In their jurisdictions. They will attempt to gather informatiom 
on the circumstances, cigarettes and Ignited materials involved iin 
cigarette ignited fires to see if it is feasible to conduct such a study 
nationwide. 

PEER REVIEWERS 


Dr. Gann advised that in response to his request to TSG members for 
candidates to peer review TSG reports, there had been only modest 
response. Further those responding often failed to provide requested 
biographical and supporting information for their candidates. Dr. Gann 
reouested that TSG members send this information to him by the endi of 
February and he would put together proposed candidate lists for TSG 
approval. 

LITERATURE SURVEY 
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Replies have been received from fourteen of the fifteen TSG members 
requested to review the draft Rational Bureau of Standard's literature 
survey entitled„ Cigarette Ignition of Soft Furnishings - fin Annotated 
Review of the Literature . Eleven approved the draft as written or had 
minor comments" Some comments arrived as recently as the day before 
this TSG meeting. A revised version should be out in two weeks. Dr. 
Press requested a copy showing what changes had been made to the prior 
draft. 

Mrs. Bea Harwood, Consumer Product Safety Commission (CRSC), 
reported that the pilot study is underway with nine fire departments 
participating: Los Angeles, Hartford, Fort Worth, Columbus, Baltimore, 
San Antonio, Cleveland, Rochester and Jacksonville, Information on 
cigarette Ignited fires will be gathered from March 1, 1987 through May 
31, 1987 in these locations in order to determine how much car be 
Teamed about the cigarettes, materials ignited and circumstances of 
ignition. If feasible, a similar structured survey could be made usingi 
a statistically valid sample nationwide. The pilot study is being 
cosponsored by the International Association of Fire Chiefs which Held a 
training session on the study the dhy prior to the TSG meeting,. Mr. 
McGuire requested a listing of the fire departments' representatives 
participating in the study. 


BENEFIT-COST STUDY OVERVIEW 


Ms. Rosalie Ruegg, Center for Applied Mathematics, National Bureau; 
of Standards, provided an overview of the benefit-cost analysis, (see 
Attachment F). She then described how supporting data from contractors 
would be used In the analysis. She advised that her staff is ready to 
begin: "case studies" in which assumptions will be made about modlifyingi 
specific physical characteristics of cigarettes and; then the estimated! 
benefits and costs will be projected. After some discussion, each 
contractor providing supporting information was asked to provide a 
summary of findings and participate In a question and answer session! 
with TSG members. The first contractor to speak was Dr. John Hall, 
Director of the Fire Analysis Division of the National' Fire Protection 
Association. 

EXPECTED CHANGES IN FIRE DAMAGES FROM REDUCING CIGARETTE IGNITION 
PRuplnsity '-~Dr. vJoh'nTaTT 

Dr. Hall summarized the current (1984) size of fire losses attributable 
to cigarette-ignited fires and delineated the steps required to project 
future fire losses if there Is a change in the physical attributes of 
cigarettes to make them more fire-safe;. A copy of the complete report 
may be obtained free-of-charge from the Secretariat; Technical Study 
Group;, CP5C; Room 419; Washington, D.C., 20207. A summary of the 
project findings extracted from the report is included as Attachment G. 

In the discussion after Dr. Hall's presentation the following! 
items, among others, were mentioned and are listed 1m random! order: 

(1) Fire injury and death data for 1985 are not yet available. It 
could be included when the data become available, but this is 
not included In Dr. Halls' contract. 
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{?.). Ir response tc Lr. Ganm's request, Chuck Smith (CPSCl will 

attempt tc cet confidence level information or projectrcrs cf 
furniture ir use im future years. 

(.3) The sampling; error in NFIRS data is unknowr. It is the best 
cata of its type available. 

(4) "Unknown" information within NFIPSwas proportionally 
allocated to cigarette ignited fires. 

(5) It was assumed that the same fire detection level as 19P4 
would continue into the future. 

{&' It was assumed that the same percentage of faulty f ire 
detectors would exist in the future. 

(7) The reason for increased fire severity is unxnown.. 3 erhaps 
the higher heat release rate cf new materials is a •factor. 

This could be studied but is not included in Dr. Hall's 
contract. 

(0) Information on fires net reported to fire departments: is not 
included. At most thTs~would Increase fi**® costs about 10%. 

(9) Burn injuries are the most expensive for hospitals to treat. 
Dollar values of these injuries are hard to estimate. 

(10} CPSC has some injury cost information or. burn injuries. 

(11!): Nook residential fires are much less costly than residential 
fires overall. 

(,l£)i It was assumed there would be no charge in the proporf'or of 
residential sprinklers over time. 

(13) Fire injury costs are smaller than fire death and property 
losses. 

(14) Insurance premiums increases, replacement costs and other 
indirect costs are not included. 

(15) Nr. McGuire felt that court; awards and outpatient costs might 
not be included. Dr. Hall advised that burn injury costs 
could be increased to 540,000 - $60,000 each and it would not 
make much difference in the study results. 

(If) There are many minor burn injuries. Onlv 4% are in the 
$100,000 - $500,000 class. 

(17) Mr. McGuire advised that many people come co hospitals with 
inhalation problems which ere later aiacr.osed as burn related. 
Bad burns to Che *'ace can be the "social death of families". 
Dr. Hall advisee that nevertheless, these items have a small 
effect on total costs. Fire deaths are the biggest cost. 
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THf F , ’P! .OYf t ENT Ifi-PLIIC/'TTOf'F: OF PPOPGSIP: CF^PETF rECICM MODIFICATIONS 

r. L’avV -reencerc; 


lv T-TTTt rTTTTTTT jp j: ;u? rH'Tt’iTi'"' 11 '''- Tr. .'DavV r., 


L'f. Greenberg, Professor of Economics at the University of Maryland, 
reported on the potential effects of four possible changes to the 
physical characteristics of cigarettes. He discussed his estimates of 
direct and indirect employment effects or various sectors of the 
economy-cigarette manufacturing; tobacco farming; tobacco auction 
warehousing; industries that provide inputs to the cigarette 
manufacturing process, such as paper and chemical manufacturing; 
cigarette wholesaling; and cigarette retaining. He noted that these 
estimates are "indicators cf the likely order of magnitude c f the 
effects of the proposed design modifications: or. emoTcyment." and should 
net be cnn*1'dfered mere precise than that. £! n excerpt of hi r •'ri ort. 
v.i ic" snows conclusions is show" as . f;+ tachm?nt Hi. 

In the discussion following the presentation, the folleviru items 
(among others! were considered: 

(1) Dr. Greenberg felt that in general,, hardship on workers from 
proposed cigarette modifications would be small. Layoffs 
affect young people who are more mobile, farmers would replace 
tobacco with other crops, affects on wages would be smalli and 
If the minimum wage is used, then the impact of loss of jobs 
would be neutralized. 


« : 

(2) Some TSG members took issue with #(1) above. 

f '3) Dr. Greenberg assumed that if there was less tobacco in a 

cigarette, e.a., due to a smaller circumference, less tobacco 
would be sold. 

(4' Some TSG members took issue with *(3) above stated that the 
smoker would compensate buying behavior to get the desired 
nicotine consumption;. 

(£) Dr. Spears stated that tobacco farmers operate cr. marginal 
incomes ard might go bankrupt. Dr. Greenberg advised that 
many farmers have tobacco as a secondary crop. 

(6V Dr. Greenberg stated that one-third of U.S. grown tobacco is 
exported and thus not affected by changes in U.S. cigarettes. 

ESTHETES OF THE ECONOMIC AND NON ECONOMIC HEALTH CONSEOUENCES OF 
gPC'kINC, SMOKING CiSSATION',~'AND BEFUCTICNS IN IFTAm, 111 ’ - by Dr. 

Cster . 

Zr. Gerry Cster, Policy Analysis Ire.,, presented estimate*; of the 
economic and non-ecoocmic health consequences of smoking and chances in 
SJi-cr.ing; habits, and described method's used to calculate: losses 

relatec to smoking, f2V benefits rela tec tc smoking cessation,, and (3) 
benefits related 1 to reductions in the amount smoked. He advised 1 that 
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these losses and benefits were measured in terms of changes - !n 
individuals' expected lifetime costs for the medical! treatment of 
smoking-related diseases, and changes in years of lltfe expectancy. 

Single copies of Dr. Oster's report entitled Estimated of the Economic 
and Non-Economic Health Consequences of Smoking, Smoking Cessation, and 
Reduction in the^Pmount Smoked are avail able from the Secretariat; 
Technical Study Group; CPSC; Room 419; Washington, D.C., 202D7 
free-of-charge. Excerpts (tables) from the report are shown as 
Attachment I. 

In the discussion that followed Dr. Oster's presentation, the: 
following items, (among others) were discussed: 

(1) Results are shown as number of increased years of life 
expectancy, not number of lives saved., It may be desirable to 
show both lives saved and number of years of increased! life 
expectancy. 

(2) If discounting is used to calculate benefits then it should be 
used to calculate costs and vice versa . 

(3) The analysis does not Include health costs other than heart 
disease, lung cancer and emphysema. This may be only 50%-75% 
of the total and thus underestimate total costs. 

(4) Smoking behavior has changed since data used In the analysis, 
e.g., more younger women are smoking. 

(5) The data Is based on a study done In 1966. 

(6) The study assumed that medical costs have Increased at a rate 
equal to inflation, whereas, these costs are believed to have 
increased faster than inflation. 

(7) It is desirable to know the changes In health effects from 
reductions in smoke, tar and nicotine consumption (R. Gann). 
Dr. Callahan (NCI) stated that they were preparing information 
on this. 

(8) Dr. Press expressed the concern that benefits from Increased 
life expectancy due to a decrease In tobacco consumption, are 
not expressed in the report. He further expressed concern over 
potential adverse health effects if a silica gel Is added to 
cigarettes to make them more fire-safe. 

(9) Ms. Ruegg stated the benefit-cost analysis would Include lives 
saved as well: as Increased life expectancy. 

(10) Dr. Leake noted there may be increased costs from other 
diseases if people live longer due to beneficial health 
effects from modified cigarettes. 

THE IMPACT OF CIGARETTE MODIFICATIONS ON THE TOBAC CO PRODUCTION: INDUSTRY 
IN THE U.$. - Or. Daniel Sumner ~ 
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Dr. Sumner, Associate Professor of Economics at North Carolina 
State University, reported on the estimated effects on the domestic 
tobacco growing industry which might occur iif cigarettes were modified 
to make them more fire-safe. He described his mathematical model which 
estimates proportional and actual projected changes in prices and 
quantities of the two major tobacco types. It also includes estimates 
of changes in incomes from quota, labor, land, management:, and producer 
surplus or returns to non-quote quasi-fixed factors for each of the 
types of tobacco. Single copies of Or. Sumner's report entitled. Final 
Report on a Study of the Economic Impact of Cigarette Modifications on 
the Tobacco Production Industry in the United States , can be obtained 
free-of-charge from the Secretariat; Technical Study Group; CPSG; Room 
419, Washington, D.C. 20207. An except from this report is shown as 
Attachment J. 

In the discussion that forwarded Dr. Sumner's presentation, the 
following items, among: others, were mentioned. 

(1) The 40% of leaf tobacco exported from the US would not be 
affected by changes In U.S. cigarettes. 

(2) There are probably 15 reliable studies on the elasticity of 
demand for cigarettes. Dr. Sumner chose the middle of this 
range, 0.3 

(3) 1 10%-15% of USA manufactured cigarettes are exported.. Very few 

foreign cigarettes are Imported into the U.S. 

(4) Dr. Spears wondered If the U.Sw created standards (for 
cigarettes) which resulted: in less propensity to ignite 
furniture, wouldn't other Governments follow? Dr. Sumner 
responded yes and then there could be a greater percentage 
price change. Mr. Hoebel did not feel other Governments would 
necessarily follow the U.S. lead in setting standards,if 
standards were Implemented In the U.S. 

CIGARETTE PRODUCTION COSTS ASSOCIATED WITH MANUFACTURING A MORE 
FIRE-SAFE CIGARETTE - Dr. Armondo Laqo 

Dr. Lago, President of Econometrics, Inc., briefed the Technical 
Study Group on estimated changes in production costs which would result 
from the following possible changes in cigarettes: (1) decreases in 
cigarette circumference, (2) addition of silica gel, (3) use of expanded: 
tobacco, and (4) increased paper thickness. A free copy of his briefing' 
paper entitled. Cost Analysis of Options for Reducing Cigarette Ignition 
Propensity : A BriefInqi , is shown as Attachment K. A copy of the report 
can be obtained from the Secretariat; Technical Study Group; CPSC; Room 
419; Washington, D.C. 

In the discussion which followed Dr. Lagos presentation the 
following items, among other, were discussed: 

(l) 1 Incremental costs only are shown in the report. 
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C2) Existing, cigarette'manufacturing' machines can cnliy reduce tt-v: 
circumference nf cigarettes to SOom and would! need re be 
modified to cc so. rc machines are , known tv- ox list which cc«1c 
make a less than 2Giirr. cigarette, according to Dr. (.ago. 

'3) It V'culid take 2-3 weeks to make machine mcdification, however, 
foregone profits would be large. 

(4) The best strategy might be to buy new machines, each of which 
would have a 7 year life. 

(5) ^38 machines wouldl need to be replaced at a price of 
6c-7r./l!,000 cigarettes. 

(if: Production capacity of cigarette nackiine makers *<■ only 50" 
utilized ft this time. 

(7) Dr. Spears noted that the machine costs represent sol’d 
numbers and the tobacco costs are soft, 

(8) Mr. Hoebel asked if there had been, at any time in tho n a «;t 3 
change in cigarette production of similar’magnitude to those 
used in Dr. Lago's analysis. The consensus was that there has 
not beenI. 

(9) Dr. Spears advised that it Is possible to increase the 
circumference of a cigarette using less tobacco while 
maintaining the same number of puffs. 

(10) Mr. McGuire inquired if there was an industry standard as to> 
the number of puffs per cigarette. Dr. Spears answered yes. 
there is a. range in the ■’umber of puffs. 

(11) It was noted that exported cigarettes were not considered' in 
the analysis nor was the installation time for new equipment. 

(12) It was assumed in the study that new equipment would be 
installed in over a one year period. Conversion costs 
decrease with the length of time given for the change. 

(13) It was noted that the use of the word/s "additive" cr "silica 
gel" should be used rather than referring to the trade name of 
a product. 

(14) The use of expandedi tobacco decreases tobacco per cigarette. 
This is an overwhelming factor when considering costs of 
producing modified cigarettes. 

(15) Dr. Press notedi that the effects of nicotine keep the an-ctrt 
cf tobaccc consumed consistent:. He furthered noted that there 
might be potential adverse health effects from adding a silica 
gel tc cigarettes. 
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(16) Dr. Spears Indicated that he did not know what the result 
would be (in consumer behavior) if the number of puffs per 
cigarette was dramatically reduced. 

(17) Mrs.. Wilkenfeld stated that studies show consumers wiillll modify 
their behavior to get the same amount of nicotine. 

(18) Mf. Webber (NBS) noted that although Dr. Oster's data was old,, 
it was not a problem. 

(19) Dr. Spears stated that not all tobacco expanded at the same 
rate. Dr. Lago confirmed that he did not use those tobaccos 
which could 1 not expand and requested "the right numbers". Dr. 
Spears stated he did not know what they were. 

(20) Dr. Gann asked which physical characteristics of cigarettes, 
when'modified, would most likely not be accepted by consumers. 
Dr. Spears said that one cannot predict this. 

(21) When discussing the modification of paper thickness it was 
noted that the machines might have to operate slower, at 
first. 

(22) The Increased cost of the assumed paper porosity modification 
would be 0.3X-0.4X of the cigarette wholesale price. This 
assumes producers can make the required quantity of paper. 
Costs would need to be Increased if paper producers were plant 
limited or there was not enough flax available. 

CHANGES IN CONSUMER SURPLUS (EXCLUSIVE OF FIRE LOSSES) RESULTING FROM 
mt riRE-SAFrTTG7H^TTEr -"5. Ford and jrCalTee"- 

Dr. Ford, Professor of Marketing at American University, and Dr. 
Gal'fee, Visiting Lecturer at Maryland University, presented the results 
of their report on the net gain or loss incurred by smokers themselves 
as a result of smoking reduced flammability cigarettes, exclusive of 
health and fire effects, which are addressed by other consultants' 
studies. 

This report, written In collaboration with Dr. John Brown - 
President of Chase, Brown and Blaxall, Inc. is entitled The Costs and 
Benefits to Smokers of Reduced Flammability Cigarettes . Single copies 
may be obtained free of charge from the Secretariat; Technical Study 
Group; CPSC; Room 419; Washington, D.C. 20207. An excerpt from the 
report which summarizes Its findings Is Included as Attachment L. 

In the discussion that followed the presentation the following 
items, among others,, were mentioned:- 

(li): When considering consumer surplus it is Important to note that 
34% of the cigarette-ignited fire fatalities are to 
non-smokers. This is not included within the report. 
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(2) The report assumes that there will be little change in the 
characteristics of smokers during the next decade, however, it 
can be anticipated that there will be a proportionately higher 
number of older people as the "baby-boomers" age. 

(3) Cigarette smokers may puff more frequently if modifiedi 
cigarettes are more likely to go out. 

(4) By definition a cigarette Is self extinguishing if it goes out 
within 60 seconds, it not puffed. 

(5) Modified cigarettes can be required by performance 1 standards 
or design standards. In most cases, but not always, perfor¬ 
mance standards work best. 

(6) What smokers think about cigarette ignited fires may establish 
the criterion for establishing mandatory or voluntary 
standards. 

(7) Mr. McGuire pointed out that attempts to educate people about 
cigarette fire hazards may be ineffective. Consumers are 
aware of the call to not smoke in bed, yet such fires 
continue. 

(8) The study does not claim that the market will change if a less 
ignition prone cigarette Is voluntarily made available. 

(9) Home Insurance premium discounting has not resulted In any 
Identifiable decrease In cigarette use. Thus a voluntary 
effort encouraging switching to a more fire-safe cigarette Is 
not likely to be effective. Mandatory standards could produce 
an immediate effect (due to the short shelf life of 
cigarettes). 

(10) There Is no Information to support a theory that people will 
smoke more In bed if they think they are smoking a safer 
cigarette. 

(11) The total Ingestion of tar and nicotine is down. People can 
change their smoking habits. 

(12) Arguments for a mandatory standard include: (a) one-third of 
the victims of cigarette-ignited fires are non-smokers and (b) 
people just dbn’t understand the fire risk. 

(13) Dr. Gann advised that the TSG is not handling policy Issues 
but rather using scientific finding to predict what might be 
the result of different policies. 

(,1 A ')' The study does not include the potential product liability 
costs to cigarette manufacturers of not making more fire-safe 
cigarettes available. To the extent a more fire-safe 
cigarette becomes available, it will drive the market to 
produce such cigarettes. 
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(15) The potential earnings of trail lawyers (see #13 above) is not 
included in the study and should be (Mr. McGuire). 

(16) Consumer surplus assumes that the value of somethingi to 1 be 
consumed is greater than its costs. Iin the study the authors 
did not know what more fire-safe cigarettes would, be like. If 
they did! know the authors did not know how people would react. 
Price is the only criterion available for use In the study. 

(17) The study does not Include the Issue of people who want to 
stop smoking but can't. Ms. Wllkenfeld advised that 40% have 
tried to quit but couldn't. Mr. Cal fee responded that one 
must assume that smokers make a conscious decision; to; smoke or 
to quit smoking. 

(lb) Mr. Calfee advised that it is hard to Khc:: *.* c smoker would 
%y 1 i **r 20d to avoid a rcJIrled cigarette, Shears 
commented that n« J1- *now how one can anything 

about consumer acceptance of a modified cigarette. 

(13) The study assumes that costs will be passed through; lineaHy. 

(20) The elasticity of demand is 1/2. If prices go up 2% then 
consumption will go down IS. Young people have a high price 
elasticity of demand. . 

(21) One cannot say much about whether changes In the physical 1 
characteristics of cigarettes would dampen demandl 

(22) Measures by the Federal Trade Commission of nicotine, tar and 
carbon monoxide in cigarettes do not encompass all that 
smokers take Into their bodies when they smoke. Other 
gases/elements should be Investigated. 

(23) Knowing why people smoke Is Important. It would help estimate 
how smokers might vary their smoking habits with a modified 
cigarette. 

(24) Health effects costs are much greater than; fire costs. 

SCHEDULE OF FUTURE ACTIVITIES 

Dr. Gann advised that the 4/13-14/87 TSG meetlngi Is cancelled and 
the 5/87 meeting may be cancelled. (Dr. Gann later cancelled the 5/87 
meeting.) AIT other meetings are planned as previously scheduled. 
Compensation will be paid to peer reviewers of TSG reports. 


ASSUMPTIONS FOR VARIABLES IN THE BENEFIT COST ANALYSIS 

Ms. Ruegg requested! that the TSG provide guidance on values for 
variables In the benefit cost analysis. Below is a listing of the 
factors and values provided by the TSG. 
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CHARLIE MATTINA-KIMBERLY CLARKE 


(404) 587-8527 
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75 IS MORE EXPENSE THAN THE 10 
C$2.00 OR $3.00 A BOBBIN) 
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Factors 


V a 1 ue 



A. CTAPl^' • TDIFiCATICivS 
id, Circumference 

2. Expansion 

3. Paper Thickness 
^ Paper Porosity 


?lmm; no chance iln length; 
tar and nicotine adjustment 

(pny* 


+ 505b 


5« 

satoe as experimental »4^ a 

cigarettes wijth 
paper 



5. 

AddiHve to blend! (no direct 
hea-ltn effects) 

tote values 

DATA 4. ASSUMPTIONS 


i. 

Fire Effects 

lives saved; increased ' 
expectancy; no dollar 
values 

2. 

Discount Rate 

0; 53T 

*5 

W • : 

Agricultural Policy 

1 (eaual adjustments in 
prices £ quotas' 

4. 

Price Elasticity of Demand 

0.3 wholesale 
iapproximately) 

5. 

Expert Sales 

No chance 

6. 

Consumer Demand Changes 
(Due To Non-Price Attributes, 
e.g., Taste & Compensating Smoker 
Behavior) 

+ 55?; 0 ; - 5 T • 

7. 

Tar £ Nicotine Change 

linear chance in health 
effects 

8. 

Phase-In Period 

C; 4 years 

9. 

Decreased Ignited Propensity 

25%, 50%, 75% 


8 

00 

© 

© 

ID 

CD 

CA 


-H — 

Source: https://www.industrydocuments.ucsf.edu/docs/gxkkOOOO 



